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Constant disruption defines the operating environment of
today. Volatility across geopolitical, regulatory, economic, and
technological dimensions, including the rapid advancement
of Al and intelligent automation, has made change a
permanent condition rather than an episodic event. In the
fall of 2025, Deloitte asked CEOs to name their most pressing
challenge and “the pace of change” rose to the top.

For leaders, this creates both opportunity and risk. In
response, organizations are setting increasingly bold
strategic ambitions, yet results consistently fall short
as organizations suffer from “yield loss,” the erosion of
value that occurs when intent fails to realize results.

In this environment, transformation is an imperative.
Yet, without deliberate design of the operating model

underpinning the transformation, many initiatives fall short.

How can leaders intentionally structure the operating model
to enable the enterprise transformation that is envisioned?

Deloitte research underscores the scale of the problem. Deloitte's
2025 MarginPLUS study? found that nearly 80% of organizations
failed to meet their cost transformation targets. A recent
roundtable of transformation executives® found that 75% of
leaders report managing multiple, concurrent transformation
efforts, often four or more, while struggling to quantify and
sustain value creation and realization. The issue is not lack of
ambition or effort—it's a failure to turn strategy into execution.

Figure 1. Deloitte's strategic choice cascade
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Most transformations
fail not in design,
but in execution*

Transformation has become the default response to
persistent change and volatility. Dedicated transformation
programs, chief transformation officers, and enterprise-
wide initiatives are now commonplace, reflecting a shift
toward an “always-on” transformation mindset.

Yet outcomes remain inconsistent. Programs stall, fragment,
or deliver short-term gains that fail to stick. In most cases,
the root cause is rarely unclear strategy. Instead, it is an
incomplete approach to developing and executing strategy.
This is where the operating model becomes critical. An
organization's operating model is the mechanism that
converts strategic intent into day-to-day execution.

Strategy defines direction and intent. It clarifies ambition,
competitive positioning (where to play), and sources of advantage
(how to win). Frameworks such as Deloitte’s Strategic Choice
Cascade help leaders make these interdependent choices with
rigor and discipline. But too often, organizations treat strategy as
the finish line rather than the starting point. Once strategic choices
are made, leaders often assume the organization will naturally
realign itself to deliver them. In practice, the opposite occurs.
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Where strategy breaks
down and yield loss occurs

Without deliberate design of the capabilities, ways of working,
and management systems required to execute, strategy
remains abstract. Organizations default to legacy structures,
outdated processes, and misaligned incentives, many of which
were designed for a different strategic context. This is where
transformation efforts begin to lose momentum and value.

Bridging the gap between strategy and execution takes more than
initiatives, technology implementations, or organizational reshuffling.
It requires a deliberately designed operating model. This model
translates strategic choices into how work gets done across the
enterprise at scale. Without that intentional design, organizations
accumulate operating model debt: the growing misalignment and
yield loss that occurs between strategic ambition and the structures,
processes, governance, and ways of working needed to deliver it.

Figure 1 highlights the critical dependency between strategy articulation
and two reinforcing pillars: making choices about how the organization
is configured and the management systems that support it. Operating
model design is the mechanism that connects strategy to execution.
Organizations fail not because their strategy or transformation intent is
wrong, but because the operating model is not designed to deliver it.

From strategic choice to
operational reality

A well-designed operating model translates strategy into action. It defines
how value is created and delivered across the enterprise by defining what
work needs to be done, how and where the work should get done, and
who does the work across the organization, whether human, digital, or
increasingly agentic.

The operating model serves as the critical enabler between strategic
intent and day-to-day execution.

Organizations recognize the need to think about their operating model.
According to Monitor Deloitte's 2025 Chief Transformation Officer Study,
more than one-third of transformation programs include a focus on
operating model redesign.° Yet despite its importance, operating models
are frequently misunderstood or reduced to a narrow set of decisions.
Many organizations treat operating model work as an exercise in
organization design, cost reduction, or shared services rather than as a
strategic lever for execution. Others treat technology implementations
as a proxy for operating model transformation. While these elements
are often part of the solution, none of them in isolation constitute

an operating model. An operating model is not a single decision or
deliverable—it is an integrated system.
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The operating model
transformation journey

When operating models are under-designed or misaligned

with strategy, organizations experience predictable symptoms:
slow decision-making, fragmented accountability, redundant
work, inconsistent customer experiences, and value leakage.
Transformation initiatives multiply, but progress and value
realization remain uneven. In practice, the need to redesign the
operating model becomes most visible when transformation
programs stall, cost targets fail to materialize, Al investments do
not scale, or M&A integrations fall short of expected synergies.

Operating model transformation, on the other hand, is a deliberate,
phased journey that aligns leadership, redesigns how work gets
done, and activates sustainable change across the enterprise.

A well-defined operating model ensures strategy is not just
stated but successfully executed (figure 2). An operating model
transformation progresses through three interconnected phases:

* Mobilize: Align leaders, clarify scope and ambition, and
establish a baseline grounded in both qualitative insight
and quantitative performance data.

* Design: Deliberately rethink ways of working and
enablement (capabilities, processes, service delivery,
technology enablement, and organizational structures)
before drawing organizational charts.

* Implement: Activate the future-state model through
prioritized initiatives, disciplined governance, value tracking,
and enterprise-wide transformation management.

Figure 2. Deloitte's operating model transformation framework

Effective operating model transformation places ways of working
and enablement at the center of design. Leading organizations
begin by asking fundamental questions:

* What capabilities are needed to operate in the future and
deliver the strategy?

* What processes and ways of working do we need to
effectively execute our strategy? How should work flow
across functions, geographies, and partners?

e Where can work be simplified, standardized, automated,
or eliminated?

* How should intelligent agents reshape our end-to-end
processes, and what is the right interaction model between
our human and agentic workforces?

* How do we rethink our service delivery? What should be
outsourced? Where does our strategic advantage come
from? What governance, metrics, and incentives are needed
to reinforce the new model?

* How do we design a workforce and culture to enable these
new ways of working?

By addressing these questions first, organizations design operating
models that are resilient, scalable, and fit for purpose rather than
retrofitting legacy models to new ambitions.
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Avoiding common operating
model design pitfalls

Even the most well-intentioned transformations stall when the operating
model is treated as an afterthought. Leading organizations avoid this by
grounding operating model decisions in four key principles:

* Mobilize with strategy and business outcomes at the center
Establish a clear link between the operating model and the organization’s
strategy. High-performing transformations establish a direct line of sight
from strategy to operating model choices, grounding design decisions in
measurable business outcomes and a shared definition of success.

* Design holistically, not in silos
Treat the operating model as an integrated system of capabilities,
processes, governance, and enablers. Operating models fail when they are
approached in silos: organizational structure redesigned independently
of processes, technology and Al deployed without clarity on roles
and decision rights, or governance layered on after the fact. Leading
organizations take a holistic view, aligning ways of working, service delivery,
technology enablement, governance, and talent as mutually reinforcing
elements of a single system designed to deliver value.

* Implement with discipline, ownership, and sustained focus
A well-designed operating model only creates value when it is activated
with rigor. This requires clear ownership, disciplined prioritization, and
mechanisms to track progress and outcomes over time. Organizations that
succeed invest in the governance, resourcing, and leadership attention
required to translate design into day-to-day reality, rather than treating
implementation as a series of disconnected initiatives.

* Embed culture and change management throughout
Operating model transformation ultimately succeeds or fails based on
whether people adopt new ways of working. Structural changes alone are
insufficient. Leaders must actively reinforce the behaviors, mindsets, and
decision norms required by the future-state model through consistent
communication, aligned incentives, and visible role modeling to make the
transformation stick and win hearts and minds.
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From strategy to value

Operating model transformation is a deliberate, iterative journey
that aligns strategy with execution, unlocks efficiencies, and builds
the capabilities needed to compete in a dynamic environment.

Organizations that lead successful transformations do not treat
technology, growth, M&A transactions, or structural change as
the transformation itself. Instead, they use the operating model
to integrate strategy, ways of working, and enablement into a
coherent system that evolves as the business evolves.

The result is not just better execution, but greater organizational
clarity, resilience, and confidence to deliver change at scale and
realize value.

What now?

For executives navigating transformation today, the questions are
not whether change is required, but whether the organization is
truly designed to deliver it and if the right operating model is in
place to realize the value:

* Are our ways of working deliberately designed for our future
strategy? Or inherited from the past?

* Do our organizational structure, governance, and incentives
reinforce our strategy and transformation intent?

* Where is value being lost between intent and execution?

* Are we redesigning work, decision rights, and governance to
capture value from Al, or simply layering new tools into legacy
ways of working?

* Are we addressing the full operating model? Or only the most
visible components?

Answering these questions is the starting point for unlocking

the full value of transformative strategy. Despite unprecedented
changes in the business environment, one truth remains constant:
Strategy succeeds only when the operating model is designed to
deliver it.
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